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The Mexican government is proceeding with plans to open up the satellite-communications
sector to foreign investors, but is meeting strong resistance from the main domestic satelliteservices operator Satelites de Mexico (SatMex). Under a plan presented in July, the Secretaria de
Comunicaciones y Transportes (SCT) said the Mexican government would auction off in October a
new satellite frequency to Mexican-foreign partnerships to transmit direct television and direct data
to the country. Some estimates indicate the Mexican government could collect almost US$1 billion
from the concession of the new frequency.
Communications and Transportation Secretary Pedro Cerisola y Weber said opening up the satellite
sector would give Mexico more avenues to transmit and receive signals in the case of satellite
failure, as was the case with a SatMex unit in September 2000 (see SourceMex, 2000-09-06). "We
think that we could have a greater level of coverage, of security," Cerisola said in an interview with
the daily newspaper Novedades.
Cerisola also emphasized the need for Mexico to comply with satellite-reciprocity agreements
signed with the US and Canada. Under the agreements, SatMex is allowed to send its signals to the
US with Mexican satellites in exchange for allowing US- and Canadian-based satellites the same
access to Mexican territory.

Domestic company SatMex opposes proposal
But the proposal has met strong opposition from SatMex, which is concerned that foreign satellite
providers would be allowed to operate in Mexico under unfair conditions. "We will not give up
our fight even if the government proceeds to award concessions to foreign operators," said Arturo
Gonzalez, SatMex director of strategic planning. "We will work with federal legislators and will
take whatever legal means are necessary, including an appeal before the anti-trust commission
[Comision Federal de Competencia, CFC]." SatMex, which has held a near monopoly on satellite
communications in Mexico, was a state enterprise until its privatization in 1997.
A consortium comprising US-European company Loral Space & Communications and Telefonica
Autrey acquired a combined 75% share in the company, with the Mexican government retaining a
one-quarter share in the operation (see SourceMex, 1997-10-01, 1998-04-22). Deputy communications
and transportation secretary Jorge Alvarez Hoth said any move to protect SatMex's strong position
in the Mexican satellite market would violate the reciprocity protocols signed with the US and
Canada. "No one wants to damage or destroy a company in which the government is a partner,"
said Alvarez Hoth. "But we are obligated to comply with international treaties and laws."
SatMex said it does not oppose the entry of foreign operators into Mexico but the government must
create conditions where competition occurs on a level playing field. Among the proposals put forth
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by SatMex is that the SCT create a regulatory system that limits the number of satellites foreign
companies can use in Mexican operations, obligates these companies to pay the appropriate fees
and taxes, and also reserves about 7% of their capacity for the Mexican government. SCT officials
said it would be difficult to create such tight restrictions, since these would run counter to the
international reciprocity agreements that Mexico has signed.
SatMex has expressed particular concern about PanAmSat, which operates on a limited basis in
Mexico in partnership with Grupo Pegaso. PanAmSat has already expressed interest in expanding
its presence in the Mexican market once the satellite-communications opening is launched in
October. The company has proposed to offer existing US services such as DirectTV and SkyTV in
Mexico, in partnership with US and Mexican companies General Electric, Televisa, Americon, and
Enlaces Satelitales. Ironically, Enlaces Satelitales is a subsidiary of SatMex.
SatMex said that PanAmSat is already engaged in unfair competition in Mexico. "That company is
offering its services at below-market prices, which are 30% below our prices," said SatMex president
Lauro Gonzalez. Gonzalez said the encroachment of foreign companies into Mexico could hurt
growth of the Mexican satellite industry and ultimately damage the country's strategic interests.
"If we fail in our goal to develop our own satellite industry, we would cause great harm to our
sovereignty and our ability to control our territory and our space," the SatMex executive said.
(Sources: Reuters, 06/05/01; El Financiero, 06/18/01;El Economista, 07/20/01, 07/26/01, 07/31/01;
Notimex, 07/31/01; Novedades, 06/19/01, 08/03/01; La Cronica de Hoy, 07/26/01, 07/27/01, 07/30/01,
07/31/01, 08/01/01, 08/03/01; Reforma, 07/31/01, 08/01/01, 08/03/01; El Universal, 07/26/01, 07/30/01,
07/31/01, 08/01/01, 08/02/01, 08/06/01, 08/08/01)
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